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Recovery Tide Seen 
By Many Observers 


American Federation of Labor Notes 
Marked Gains in Business Ac- 
tivity Over Year Ago 


EMPLOYMENT RAISED 6,400,000 


But Most of Improvement Due to 
Government Rather than 
Private Action 


It has been repeatedly stated during the 
last few weeks that “the tide is toward re- 
covery.” In his messages to Congress, 
President Roosevelt implied as much. Busi- 
ness leaders and financial experts have for 
weeks felt that we were on the upgrade 
and that, although rapid and spectacular 
recovery is not likely, every indication 
points to a healing of the wounds left by 
more than three years of economic malady. 
It is appropriate at this time to examine 
some of the reasons underlying these as- 
sertions, to see just what progress has been 
made, in other words, to take a bird’s-eye 
view of the economic position of the 
United States early in 1934. 


Employment Gains 


A very comprehensive and critical survey 
of the present situation has recently been 
published by the American Federation of 
Labor. In a concise and clear-cut manner, 
the A. F. of L. attempts to weigh the 
favorable and the unfavorable aspects of 
the economic situation and to compare 
conditions as they appear at the beginning 
of this year with those that existed at the 
beginning of 1933. 

Perhaps the most encouraging sign at 
the present time is the increase in employ- 
ment. The A. F. of L. estimates—and its 
figures are as reliable as any—that 6,400,- 
000 persons who were out of work a year 
ago have obtained jobs now. Of these, 
1,800,000 have been employed by private 
industry because of better general business 
conditions, shortened hours imposed by the 
NRA codes, and the abolition of child 
labor. The remaining 4,600,000 have been 
given jobs by the federal government, part 
of them being employed by the Public 
Works Administration, another part by the 
Civil Works Administration, and the re- 
mainder by the Civilian Conservation 
Corps. 

As a result of this increased employ- 
ment, by both public and private agencies, 
the workers of the nation are today re- 
ceiving more than half a billion dollars a 
month more than they were at the begin- 
hing of 1933. Private industry’s wage bill 
has been increased $243,000,000 monthly— 
a gain of eleven per cent—and with the 
$240,000,000 paid out each month in wages 
by the CWA and another $60,000,000 by 
the PWA, the gain in workers’ income is 
twenty-six per cent over a year ago. 

Effects on Business 

At a first glance, these figures mark an 
almost unbelievable gain. But the gain is 
offset somewhat by a rise in prices that 
has taken place during the last few months. 
Food prices have risen seven per cent, and 
clothing and furnishings prices are twenty- 
one per cent higher, showing that the cost 
of living has increased considerably and 
that the “real” wages of workers—the 
Value of the workers’ income in terms of 

(Concluded on page 6) 






































PLENTY OF BAIT—IF BAIT CAN DO IT 


—-Brown in N. Y. HERALD-TRIBUNE 








The Fatalism of the Multitude 


Nearly all of us are interested in the public welfare. Now and then we find a self- 
But such 


If every one who cares for the national good were to 


centered or a shortsighted person who does not care for the general interests. 
a one is really an exception. 
work to realize that end, things would go well. There is enough good will in the land. 
The trouble is that it is inactive. We wish for civic righteousness and well-being pas- 
sively. We do nothing about it, or most of us do. 
Why is this? 


ergy that we spend in furthering our own interests? 


Why do we not share with our communities and our nation the en- 
The answer probably is that each 
person feels lost in the crowd. Each one thinks: ‘‘What am I among all these millions? 
What I do? 
Affairs will take their own course, regardless of what I say or do, so I might as well 
That 
attitude, which tends to show itself in all large democracies, is what James Bryce called 


can My efforts would be unnoticed. They would not change things. 


confine myself to my own business, over which I can exercise a decisive control.” 


in his “American Commonwealth,” “the fatalism of the multitude.” Where it prevails 
large numbers of people go upon their own ways, giving no heed to the common good; 
assuming that the majority will rule and that the majority must be right. 

But when public-spirited citizens stand back; when those who should be true leaders 
hold aloof, majorities frequently are not right. Small, selfish interests, always active, 
influence the inattentive masses and unsound policies prevail. ‘There is great need, 
therefore, that every intelligent man and woman should break away from lethargy and 
fatalism. There is need for alertness and action. Each individual needs to acquire a 
greater faith in his own power to influence public action. Any intelligent, well-trained 
person can achieve a very considerable influence. Each one may, by steady and con- 
tinued effort, become a master in the understanding and exposition of some problem. 
Each one can gain a fair familiarity with the general run of issues and can become a 
specialist on some one question. He can express his views—views sustained by facts 
and logic. In this way he can go far toward the shaping of opinion in his community. 
An ambitious and self-confident young man or woman should rise above the fatalism of 


an inert multitude. 


——— —_ 


Monetary Policy of 
President Clarified 


Asks Congress for Authority to Cut 
Gold Content of Dollar Forty 
or Fifty Per Cent 


TREASURY TO TAKE BANKS’ GOLD 


Holdings of Federal Reserve 
Banks to Be Turned Over 
to Government 


Since last spring when this country went 
off the gold standard there have been a 
succession of flurries of excitement over 
the money question. The most recent of 
these flurries occurred a week ago when 
President Roosevelt sent a message to 
Congress dealing with the value of the 
dollar and with the taking over by the 
government of the stock of gold now held 
by the Federal Reserve banks. The presi- 
dent asked that he be authorized by Con- 
gress to place the gold content of the dol- 
lar at from fifty to sixty per cent of what 
it was while we were on the gold standard. 
This suggestion of the president has led 
to some confusion. One hears a great 
deal about the fifty-cent dollar and the 
sixty-cent dollar. There is much question- 
ing as to just what the president’s policy 
means and as to what the effects will be. 


Devaluation 


Perhaps we should begin this explana- 
tion by speaking of some effects which 
the president’s program will not have. The 
cutting of the gold content of the dollar; 
the establishment of the so-called sixty- 
cent dollar will not change the essential 
nature of our money. The paper dollar 
which you have been using will be the 
same paper dollar that it has been. It will 
exchange, as it has been exchanging, for 
one hundred cents, or twenty nickels, or 
four quarters, or ten dimes. You can 
buy as much with it after the new policy 
goes into effect as you could before, at 
least for a while. Perhaps eventually it 
will not exchange for exactly the same 
amount of goods. Prices in terms of dol- 
lars may rise somewhat as a result of the 
devaluation, or at least some prices may. 
But that is a matter which we shall con- 
sider later. It is safe to say that for a 
time you may use your dollars as you 
have been using them, without seeing any 
change. 

What the cutting down of the gold con- 
tent of the dollar means is this. The 
paper dollar is worth less gold than it used 
to be. While we were on the gold stand- 
ard, a paper dollar could be exchanged for 
23.22 grains of fine (or pure) gold. Since 
last March, no one has been able to ex- 
change his paper dollars for gold on any 
terms. It has generally been understood 
that the former gold content of the dollar 
would be cut down before we would re- 
turn to the gold standard. 


Foreign Prices 


The dollar did not exchange for gold 
in this country because there was a law 
preventing it. The government required 
everyone who had gold to turn it in to 
the Treasury. But dollars did exchange 
for gold in foreign countries. They did 
not, however, exchange for 23.22 grains 
of gold. No foreigner would give that 
much gold for a dollar because he had no 

(Concluded on page 7) 
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Notes From the News 


Prospects for Recovery Brighten; 


Henry Ford Supports 


N. R. A.; Transatlantic Air Line Established; Former 


Postmaster General Brown’s Mail Contracts 


HE prospects for recovery in the United 

States during the coming year are “in- 
comparably brighter” than last year, ac- 
cording to Harold F. Butler, director of 
the League of Nation’s International Labor 
Office. Moreover, he says: “It is impos- 
sible to believe that without the Roosevelt 
recovery program the United States could 
either have avoided a much graver catas- 
trophe or achieved the measure of recu- 
peration which has already taken place. 


Congressional Library 


The Library of Congress reports that 
156.945 books were added to its shelves 
last vear. The general collection in this 
library is said to be greater than in any 
other institution in the world. Here are 
the totals, exclusive of manuscripts: 


Printed books & pamphlets 4,633,476 
Maps and views 1,281,228 
Music (volumes and pieces) 1,100,428 
Prints (pieces) 524,321 


Total 7,539,453 


The library was established by Con- 
gress in 1800, during John Adams’ second 
administration. Later it was destroyed by 
the British in the War of 1812. Congress 
then purchased ex-President Jefferson’s 
private library, which, at the time, was 
the finest in the country. This collection 
numbered about 7,000. 

Two of the most interesting documents 
in the library are the original copies of 
the Declaration of Independence and the 
Constitution of the United States. 


Henry Ford Upholds N. R. A. 


In a recent interview, Henry Ford said 
he agreed with the principles of the NRA. 
He declared that President Roosevelt was 
doing everything possible to combat the 
difficult problems before the country. The 
NRA, according to Mr. Ford, is a step 
toward a “new industrial and social era, 
which, when it comes, will be a millennium 
of justice and plenty.” Thus the friction 
between Mr. Ford and government of- 
ficials who threatened to “crack down” on 
him, seems to be a thing of the past. 


1934 Automobile Show 


Gleaming new automobiles by the doz- 
ens covered the floor of the Grand Central 
Palace in New York recently as thousands 
of people inspected the 1934 models at 
the annual automobile show. After mak- 
ing great gains in sales last year, the auto- 
mobile industry is looking forward to an- 
other successful season. New and radical 
developments in streamlining are featured 
on many of the new cars, and some of 
them bear little resemblance even to last 
year’s styles. 

Issue of War Debts 

Jn the maze of important problems be- 

fore the Roosevelt administration, the 


question of war debts has not been con- 
spicuous. Several senators, however, are 


determined that our government shall take 
action against those nations which de- 


faulted on their debt payments. In fact 
Senator Johnson, progressive Republican 
of California, is sponsoring a bill to pro- 
hibit financial transactions with debt- 
defaulting nations. Senator Borah, another 
progressive Republican, is supporting 
Hiram Johnson’s bill. 

On the other hand Senator Pittman, 
Democrat of Nevada, and chairman of the 
Senate Foreign Relations Committee, be- 
lieves that to try to punish debt-default- 
ing nations at this time might retard re- 
covery both here and abroad. 


Railways in Better Condition 


The Interstate Commerce Commission 
reports that the position of the railways 
in 1933 was greatly improved. During the 
second quarter of 1933—April to June— 
all Class I railways collected ten times as 
much money as during the same period 
in 1932. (Class I roads are those which 
take in annually $1,000,000 or more.) For 
the months of July and August, the latest 
for which figures are given by the Inter- 
state Commerce Commission, the net in- 
come of the Class I roads was $46,000,000 
as compared with a deficit of $45,000,000 
for July and August, 1932. 


Cincinnati’s Sound Position 


Cincinnati is pointed out as an example 
of efficiency in municipal government. 
Largely as a result of extensive reforms 
over the last few years, Cincinnati ended 
1933 with a balance of $4,000,000 in the 
treasury, while most American cities were 
suffering, from deficits. Cincinnati is run 
by the city manager plan of government. 
City bureaus and functions have been al- 
most entirely freed from politics. Inde- 
pendent Republicans and Democrats have 
thrown their weight behind an efficient 


administration. The financial condition of 
the city is ample testimony of what can 
be done when an enlightened citizenry 
rises up and demands action. 


A True Patriot 


If it ever can be said that a man died 
in the service of his country it can be 
said about Travis H. Whitney, who passed 
away a short time ago. His death came 
as a result of his energetic efforts to put 
people back to work. He had been ap- 
pointed by the government in Washington 
as head of the civil works organization in 
New York City. His task was to see that 
200,000 persons were put to work at vari- 
ous tasks, such as improving parks and 
doing other work about the city. He bent 
every effort to provide jobs quickly. But 
he labored such long hours that he col- 
lapsed at his desk, dying a short time later. 
His previous record had been one of public 
service, both to the city and the state of 
New York. 


First Transatlantic Air Line 


The first regular transatlantic air line 
will start operations about February 1. 
The route will lie between Germany and 
South America. The whole distance will 
be flown by planes. A large ship will be 
permanently stationed in the Atlantic, so 
that planes will be able to refuel along 
the way. The ship will also be equipped 
as a radio guide for the planes. 

To start with, at least, this air line will 
be used only for mail service. It is ex- 
pected to reduce the mail service time 
from ten days, which is now required be- 
tween Europe and South America, to five. 


Chief Justice Hughes 


Much attention is now being focused on 
the United States Supreme Court. This 
judicial tribunal has the power to declare 
unconstitutional, and therefore null and 
void, any recovery measures now being 
fostered by the government. The court 
handed down a decision a short time ago, 
however, which is taken by most authori- 
ties to mean that the court will uphold 
recovery measures, at least during the 
time of the emer- 

















gency. (See edi- 
torial on page 
four.) 
The most con- 
spicuous member 
of the court, of 
course, is Chief 
Justice Hughes. 
Since his appoint- 
ment in 1930, he 
has udded to his 
already distin- 
guished pe CHARS EVANS 
tation. By com- eres 


mon consent he stands at the top of the 
American bar. 

Mr. Hughes first came into prominence 
as a New York lawyer. His ability in 
that field won him the governorship of 
New York in 1906. He was reélected in 
1908. As governor he was responsible for 
several reforms, the most noteworthy be- 
ing the creation of a state commission to 
control public utilities. In 1910 he was 
appointed to the United States Supreme 
Court. resigning in 1916 to become Re- 
publican candidate for the presidency. He 
was barely defeated by Woodrow Wilson 
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A FAMOUS WINTER RESORT 


This is St. Moritz, Switzerland, where many people go each year to enjoy the winter sports. 
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and resumed the practice of law until he 
was made secretary of state in President 
Harding’s cabinet. He held this position 
for four years, presiding over the Wash- 
ington Naval Conference of 1921-22, then 
went back into private life for a while, 
but was soon made a judge on the World 
Court, from which he resigned to become 
chief justice of the United States. 

Mr. Hughes is considered neither a lib- 
eral nor a conservative in his interpreta- 
tion of constitutional law. His decisions 
seem to be determined entirely by the 
merits of each particular case. 


Soviet Envoy 


Alexander Antonovitch Troyanovsky. 
first ambassador to the United States from 
the Union of Soviet Socialist Republics, 
has arrived in Washington and _ presented 
his credentials to 
President Roosevelt. 
In his first press con- 
ference, the ambas- 
sador pointed out 
that credits must be 
extended to the So- 
viet if the Russian 
government is to buy 
American goods. Mr. 
Troyanovsky, short, 
heavy-set, and af- 
fable, must wait for 
workmen to finish re- 
decorating the old 
Russian embassy before he makes the 
sixty-five room mansion his official resi- 
dence. Meanwhile, the Senate has con- 
firmed the appointment of William C. Bul- 
litt as U. S. ambassador to the Soviet. 





©H. &E 
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Post Office Investigation 


A Senate investigating committee headed 
by Senator Black of Alabama has been 
listening to witnesses testifying about the 
handling of air mail contracts during the 
Hoover administration, when Walter F. 
Brown was head of the Post Office De- 
partment. Most of the evidence shows 
that the contracts, which are worth a great 
deal of money, were given only to a few 
large aviation companies. Other compa- 
nies, which were smaller and enjoyed less 
influence with post-office authorities could 
not obtain any of the business, in spite of 
their offers to do the work for less money. 


Colonel Lindbergh’s Gift 


During the post-office investigation it 
was brought out that Colonel Charles A. 
Lindbergh received a gift of 25,000 shares 
of stock in addition to his salary of $10,- 
000 a year for associating himself with 
the Transcontinental Air Transport Com- 
pany. The testimony implied that Colonel 
Lindbergh, as a result of his reputation, 
had been able to exert influence in secur- 
ing contracts. The day after this revela- 
tion Lindbergh notified the committee that 
he would send them complete information 
about his connection with the company. 


Cotton Income Leaps Forward 


The Department of Agriculture esti- 
mates that the gross income of the 1933 
cotton crop amounts to more than twice 
that of 1932. This includes, of course, 
the payments made by the government to 
cotton farmers who have agreed to reduce 
their acreage. The 1933 income from cot- 
ton is estimated at $856,776,000 as com- 
pared with $425,488,000 in 1932, Con- 
ditions in the South are noticeably better 
as a result of this higher income. 


A Tragic Situation 


More than 5,500,000 children in the 
United States have been the chief victims 
of hardships caused by the depression, ac- 
cording to a recent announcement by Fed- 
eral Emergency Relief Administrator 
Harry Hopkins. Mr. Hopkins gives this 
figure as the number of children who are 
dependent upon relief for their existence. 
His statement was part of the preliminary 
report of a census which the FERA has 
taken throughout the country. 

The report shows that thirty-five pet 
cent of the children affected are of pre- 
school age. Almost two million boys and 
girls less than six years old have thus been 
damaged. This is one of the most pointed 
lessons of our recent economic distress. 
It should be a spur to our leaders who 
are trying to find means to prevent such 
happenings in the future. For the cost 0! 
hard times cannot be measured in money, 
when such factors as the children’s su! 
fering is added to the national debt. 
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Cuba: Grau San Martin did the best he 
could but Cuban presidents don’t last long 
these days. On January 15 this mild- 
mannered professor, who had been placed 
in office by the students after the ousting 


of de Cespedes on September 10, was 
obliged to tender his resignation. It was 


hinted that one of the principal reasons 
for his downfall was the fact that the 
United States refused to extend recogni- 
tion to his government. It is no secret 
that our government was opposed to 
Grau’s radical ideas which, if put into 
practice, would be damaging to American 
property owners in Cuba. Many Cubans, 
therefore, came to the conclusion that it 
would be wiser to name a more conserva- 
tive provisional president. Accordingly 
Carlos Hevia, minister of agriculture in 
the Grau cabinet, was persuaded to accept 
the post. Sefior Hevia, while counted a 
radical, has connections with conservative 
elements. It is hoped that this compro- 
mise will last until elections can be held. 
Sefor Hevia is only thirty-three years old 
and is a graduate of the United States 
Naval Academy. 


cs ok ok 
U. S. } 4 R.: The Soviet authorities are 


expecting Siberia to develop within the 
next few years in a manner comparable to 
our own West during the last century. 
Plans are progressing rapidly for the lay- 
ing of five new railway lines in that part 
of Russia. It is said that the lack of ade- 
quate transportation facilities is the only 
thing that is keeping Siberia from becom- 
ing one of the most important sections of 


TURKEY 


HUT your eyes and think of a Turk! 
The chances are that you will get a 
picture of a poisonous-looking person with 
a fez perched on the back of his head and a 
heavy scimitar dangling from his waist. Or, 
if you have not been reading too many 
stories, he may appear before you as a 
mild, inoffensive creature stalking the 
streets of foreign cities peddling bright 
shawls and carpets. Neither of these ex- 
tremes, of course, presents a true picture. 
Imagine, instead, a quiet, conservatively 
dressed, energetic man, to whom a fez is 
almost as odd-looking as your own great- 
grandfather’s whiskers are to you; a 
woman who has forgotten about heavy 
veils and flowing robes and who is inter- 
ested in the latest Paris fashions. These 
are the sort of people who live in Turkey 
today. 

Turkey is almost as large as Texas and 
Louisiana put together. It is a country 
Which lies partly in Europe and 
partly in Asia. It has more than 


Russia. This is one reason why the first 
two years of the second Five Year Plan 
are to be devoted to bettering transporta- 
tion. The other is that the Soviets wish 
to strengthen Siberia in order to guard 
against trouble with Japan. 
* * x 
Japan: Can.anything be done to prevent 
the Japanese from gobbling up world mar- 
kets? Other nations are suffering the loss 
of foreign purchasers because they cannot 
meet competition from the Japanese, who 
pay their workers extremely low wages 
and who are aided by the depreciated yen. 
They have recently gained heavily in trade 
with India and South America. The In- 
ternational Labor office in Geneva is plan- 
ning an investigation to determine whether 
international action can be taken to curb 
the Japanese. 
x * x 


Geneva: The Council of the League 
of Nations met on January 15. The two 
most important subjects up for considera- 
tion were the Saar question and the Chaco 
war. A plebiscite is to be held in the 
Saar area in 1935, in order that the inhab- 
itants may determine whether they wish 
to be annexed to Germany or to France, 
or whether they wish to continue under 
League supervision. Preparations must 
soon be made for the vote-taking, and 
hence, a delicate situation arises because 
of Germany’s opposition to a plebiscite. 
Hitler would like a private agreement with 
France, which would permit him to take 
over the Saar now. France is determined 
to await the plebiscite and Geneva is at- 


MARCHES 


to dictate the terms of peace the allies 
wished to take from the Turks practically 
all their territory in Europe and a large 
part of their holdings in Asia. The de- 
mands were too harsh for the Turks. In 
the interior an army of Nationalists gave 
resistance, a war with Greece was fought, 
and a territorial arrangement more suita- 
ble to the Turks was the outcome. 

The Nationalists, who were headed by 
Mustapha Kemal, a former army officer, 
gained strength by their successful revolt. 
They proceeded to depose the sultan in 
Constantinople. A republican form of gov- 
ernment was installed and the capital 
moved to Angora (now called Ankara) in 
the interior. 

The revolution formally ended in Octo- 
ber, 1923. Since then Turkey has been 
dominated by Mustapha Kemal, who con- 
trols the parliament, and rules with all 
the power of a dictator. And he is proba- 


tempting to offend neither party. With 
regard to the Chaco the League is also in 
an embarrassing position. Some time ago 
a special commission was sent to effect a 
settlement between Bolivia and Paraguay. 
But the nations have refused to listen to 
the commission and the Council must con- 
sider further steps. 


Se a 


France: On January 11 a trade treaty 
was signed between France and Soviet 
Russia, under the terms of which the two 
nations expect to do increased business 
with each other. One of the most signifi- 
cant events of recent months is the man- 
ner in which harmony has increased be- 
tween the Soviets and the French. Before 
the war the Franco-Russian alliance was a 
powerful influence in the path of the 
kaiser. Observers see in the present re- 
alignment a somewhat similar attempt to 
keep Hitler in check. 


: 2 & 


Germany: The new labor law, which 
makes the employer “master in his house,” 
was greeted enthusiastically by 200,000 
German workers in a giant meeting before 
the former royal palace in Berlin. They 
cheered as Dr. Paul Joseph Goebbels, 
minister of propaganda, explained in gen- 
eral terms the contents of the law. The 
new system proposes to abolish trade un- 
ions and employers’ associations and to 
return the government of industry directly 
to the employer. He is to determine the 
wages he will pay and the conditions of 
work in his business, subject only to thir- 


bly the most popular dictator a nation 
ever had. 

For Mustapha Kemal has modern ideas. 
He looks far into the future and is at- 
tempting to prepare for Turkey a place 
among the great nations. It was he who 
abolished the fez and the veil. He de- 
clared that a man could have only one 
wife at a time. He changed Ankara from 
a small, dirty town to a progressive well- 
kept city. He threw away the old Arabic 
alphabet and chose a new one derived from 
Latin characters. The whole nation was 
sent to school in an effort to reduce il- 
literacy which was at eighty per cent. 

All these and many more things have 
been done by Turkey’s dynamic leader. He 
solved a most acute minority problem by 
shipping a million and a half Greeks back 
to their own country. He has revised the 
civil code and has vastly improved condi- 
tions of health. 


teen governmental trustees and “courts 
of honor.” These courts, or advisory 
boards, are supposed to see that just 


wages are paid. The new law may be re- 
garded as the final blow to labor unions 
and collective bargaining in Germany. 


* * * 


China: United States navy men were 
ordered ashore at Foochow, China, re- 
cently, to protect Americans in that city 
during the skirmishes between Nationalist 
troops and the rebellious Nineteenth Route 
army. The American cruiser U.S. S. Tulsa 
had been standing by for several days, 
ready to go to the assistance of American 
citizens. Finally the disturbances in Foo- 
chow became so dangerous that a party 
was sent ashore at the request of Gordon 
Burke, United States vice-consul. The 
rebel army has been checked by the regu- 
lar Chinese army and lost control of the 
city, but there are still occasional outbursts 
of fighting. 
* * * 


Great Britain: Britain’s largest 
newspaper has gone Fascist. The London 
Daily Mail, which has a circulation of 
nearly 2,000,000, has formally announced 
its support of Sir Oswald Mosley who is 
attempting to bring Fascism to Great 
Britain. This is the most important ad- 
vance which the Fascist cause has made 
among the British. Sir Oswald now has a 
powerful official organ. Lord Rothermere, 
owner of the Daily Mail, has long been an 
admirer of the Fascist régimes of Europe, 
but has never before openly advocated 
such a system for Great Britain. 


ON TO A NEW DAY 


Of course a people cannot be changed 
wholly in ten years’ time. Turkey today 
presents a strange conflict between new 
and o!d customs. The apartment of a busi- 
ness man in Ankara, for example, will 
contain modern furniture, an electric re- 
frigerator, a radio and a telephone. But 
the resident, instead of sleeping in a bed- 
room, will throw his mattress down on the 
parlor floor. The women will not take the 
customary posture in chairs but will draw 
themselves up on divans. The apartment 
may have a nicely appointed bathroom, 
but the Turk will still go to public bath. 
There are many curious things like this in 
Turkey. 

But Mustapha Kemal is confident that 
in time the Turk will be as modern as his 
Western neighbor. Indeed, he is looking 
beyond this. He has made careful plans 
to transform Turkey from an agricultural 
country to an industrial and highly cul- 
tured nation. A five year plan, 
modeled after the Soviet’s mam- 





thirteen and a half million in- 
habitants. The climate is trying 
—long, cold winters, and hot, dry 
Summers—except in the western 
and southern coastal regions. A 
good part of Turkey is arid, 
desertlike. In other sections are 
high, forbidding mountains. But 
In many places the land is good 
and the yield of tobacco, cereals, 
Cotton, olives, figs, grapes, opium 
and nuts is heavy. Silkworms are 
raised and mulberry trees grown 
lor them to thrive on. There are 
large grazing areas where horses, 
cattle, sheep and Angora goats are 
feared. But the common beast 
of burden is still the camel. 
Ten years ago Turkey was a 
backward, downtrodden country. 
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moth plan of industrialization, is 
to be inaugurated. Fifteen state 
factories will be erected to de- 
velop Turkey’s coal, copper, oil 
and other resources. American 
technicians have been consulted 
in formulating the project. 

The fact that the Turks are 
taking a leaf from the pages of 
Soviet planners, does not mean 
that the advent of Communism 
is to be expected in Turkey. 
There may be certain socialistic 
aspects to Turkey’s new projects 
but the idea of Communism as a 
social, economic and political sys- 
tem is not present. The principal 
interest in Soviet planning is from 
the point of view of technique. 
Russia, within the space of a few 








It had suffered heavily by the 
War, having sided with the cen- 
tral powers. When the time came 
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years, has made tremendous in- 
dustrial progress. Turkey hopes 
to do the same. 
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THE MINNESOTA DECISION 


On January 8 the United States Supreme Court handed 
down a very important decision, a decision upholding a 
law enacted by the legislature of the state of Minnesota. 
The decision has been widely read and discussed because 
of the bearing it is supposed to have on the probable 
decision of other cases. It indicates that the Supreme 
Court may declare the NRA and various other measures 
of the recovery program constitutional. It is worth while, 
therefore, to examine the nature of this decision. 

The legislature of Minnesota some time ago enacted a 
law providing that in case of the foreclosure of a mortgage 
the person about to lose the property might have a two- 
year extension of time in which to redeem it by paying 
off the mortgage. John and Rosala Blaisdell had a mort- 
gage on their home in Minneapolis. On account of the 
hard times they could not pay interest and so the mort- 
gage was foreclosed. They applied in court for two more 
years of time in which to pay off the mortgage and thus 
redeem their home. They took this action in accord- 
ance with the law which the Minnesota legislature had 
passed. The building and loan association which held the 
mortgage claimed that the two-year extension could not 
be given. They said that the law providing for such an 
extension of time was unconstitutional. They declared 
that the mortgage which the Blaisdells had given them 
on the property was a contract—a contract providing for 
the payment of interest at a fixed time and providing that 
if interest and principal were not paid at the appointed 
times the mortgage might be foreclosed. Then the buiid- 
ing and loan association made this legal point: It said 
that no state legislature could constitutionally enact a law 
destroying the force of a contract which had already 
been made. This claim referred, of course, to Article 
I, Section 10, Paragraph 1, of the United States Con- 
stitution, which declares, among other things, that 
“no state shall... pass any . . . law impairing the obliga- 
tion of contracts.” When the contract, then, called for 
payment or foreclosure at a certain time, the state legisla- 
ture had no right to pass an act which added another 
provision to the contract—a provision declaring that two 
more years of time might be granted the debtor. 

This dispute between the building and loan association 
and the Blaisdells was taken to the Supreme Court of 
Minnesota. This Minnesota court declared in favor of the 
Blaisdells. It said that the law was constitutional. Since 
the dispute was over an interpretation of a part of the 
United States Constitution, the building and loan associa- 
tion was able to appeal the case to the United States 
Supreme Court. The Supreme Court, in its decision, up- 
held the decision of the Minnesota Supreme Court and 
declared the Minnesota law constitutional. 




















WHAT A RELIEF 
—Sykes in N. Y. 
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In making this decision, both the Minnesota Supreme 
Court and the United States Supreme Court admitted 
that a state legislature could not pass an act destroying 
the effect of a contract which had been made. The 
provision about the impairment of the obligation of con- 
tracts is, indeed, in the Constitution. But that provision 
is to be read in connection with the rest of the Constitu- 
tion. The tenth amendment to the Constitution declares 
that “the powers not delegated to the United States by 
the Constitution, nor prohibited by it to the States, are 
reserved to the States respectively, or to the people.” 
The states, therefore, are recognized to have the right 
to do certain things. One of these powers which all states 
are recognized to have is the so-called police power,—the 
power so to act as to protect the life, health or morals 
of the people, or the safety of the state. 

The Supreme Court of Minnesota declared, and the 
Supreme Court of the United States sustained it in the 
declaration, that Minnesota’s action in refusing to allow 
homes to be sold for mortgages without an extension of 
time in a period of economic crisis like the present was 
a reasonable exercise of the police power. It was a rea- 
sonable means of guarding the fundamental interests of 
the state. The right of the state to protect its funda- 
mental interests in that way by setting aside ordinary pro- 
cedures in a time of great emergency must be recognized. 
Such a right was not set aside by the provision in the 
Constitution which says that a state cannot act so as to 
destroy the force of contracts which have been made. 
The provision about contracts is valid only in so far as it 
does not interfere with that fundamental right of a state 
to guard its interests and the welfare of its people by 
emergency legislation. States have held that their citizens 
were freed from certain obligations of contracts if they 
were prevented from living up to the contracts by floods, 
earthquakes or other disturbances of nature, and the 
United States Supreme Court declared that if there was 
power to set aside contracts “by a great public calamity 
such as fire, flood or earthquake” such a power “cannot 
be said to be nonexistent when the urgent public need 
demanding such relief is produced by other and economic 
causes.” 

In handing down this decision, the Court was divided. 
The decision was written by Chief Justice Hughes and he 
was supported by Justices Brandeis, Stone, Roberts and 
Cardozo. Four justices voted against upholding the Min- 
nesota law. These dissenting justices were Sutherland, 
Van Devanter, McReynolds and Butler. The dissenting 
opinion was given by Justice Sutherland, who held that 
“a provision of the Constitution does not admit of two 
distinctly opposite interpretations. It does not mean one 
thing at one time and an entirely different thing at an- 
other time.” Justice Sutherland said, further, that: 


The vital lesson that expenditure beyond income begets 
poverty, that public or private extravagance, financed by 
promises to pay either must end in complete or partial repu- 
diation or the promises be fulfilled by self-denial and painful 
effort, though constantly taught by bitter experience, seems 
never to be learned; and the attempt by legislative devices to 
shift the misfortune of the debtor to the shoulders of the 
creditor without coming into conflict with the contract im- 
pairment clause has been persistent and oft-repeated. 


The chief significance of this decision lies in the fact 
that a majority of the United States Supreme Court has 
gone on record for the principle that an emergency, eco- 
nomic or political, enables a government to do things 
it could not do in ordinary times. This may. be taken as 
an indication that when the various recovery measures, 
whose constitutionality is questioned, come up for de- 
cision, the majority of the Court will sustain the measures 
on the ground that the government had a right to enact 
them owing to the national emergency. 

It will be observed that the five members of the Court 
who are generally called liberals voted, as might have 
been expected, for a liberal interpretation of the Con- 
stitution. They stand for the principle that in interpreting 
the Constitution they should take into account the present 
needs of the people and that they should interpret the 
Constitution so as to allow the government to do those 
things which are now necessary for the public welfare. 
The four members of the Supreme Court who are ordi- 
narily termed conservatives gave a strict interpretation of 
the Constitution, holding that law is law, whatever its 
consequences, and that the law must be sustained what- 
ever happens. It is characteristic of the liberals that 
they recognize individual misfortune as being the result 
sometimes of social conditions over which the individual 
has no control. It is characteristic of the conservatives 
that they should suggest, as Justice Sutherland did, that 
the misfortunes of individuals are due to personal fault 
or weakness. 





State Governments 


Many commentators are expressing the opinion that 
state governments are becoming less and less important, 
and that the municipal and federal governments will grow 
steadily in power from now on. The Charleston News and 
Courier asks if we are to become “one big state.” 


Whether the forty-eight American states shall retain even 
the measure of independence that until a few months ago they 
had must in a little while be determined. The American peo- 
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ANYWAY THE WOLF WILL SOON BE OFF THE 
FRONT STEP 


—Brown in N. Y. 


HERALD-TRIBUNE 








ple will be compelled to decide shortly whether the United 
States shall or shall not be one big state, the several states 
retaining little more than a nominal existence. 

If we shall have an elaborate system of federal taxation, 
with an innumerable body of federal officeholders everywhere 
distributed, the time will come when the people will lose their 
ability to support more than a thin shell of state govern- 
ment. We shall be dependent upon Washington for whatso- 
ever we shall have not only of economic but political or- 
ganization. 


Roosevelt—Right or Left? 


Is Mr. Roosevelt a radical, a Tory, or an “in-between”? 
Almost everyone seems to have a different opinion. The 
following quotation is the answer of the Baltimore Eve- 
ning Sun to that question. This newspaper has been very 
critical of the Roosevelt program on occasion, which 
makes its reaction to the president’s message all the more 
interesting: 


It certainly is apparent now that his schemes do not involve 
any fundamental change in the economic structure of the 
country. That is to say, they do not involve the destruction 
of private property, the outlawing of interest or rent, the re- 
fusal of right to sell goods at a fair profit or any of those 
things which are ordinarily associated with revolutionary pro- 
grams. But they may well involve an insistence upon a 
change in the manner in which men hire and fire their em- 
ployees, the amount of wages they pay them and the manner 
in which business in general is conducted. 

The revolutionists will be disappointed when they learn that 
Mr. Roosevelt is not playing their game and denounce him as 
a Tory and, naturally, the grabbers and grafters will be dis- 
appointed that they have no longer the opportunity to skim 
all the cream and will try to prove him a Red. But we begin 
to suspect that he is neither, but instead, in economic matters, 
about as revolutionary as the ordinary American. 


Thoughts on Foreign Trade 


In commenting upon a speech by Secretary Wallace, the 
Wall Street Journal, which naturally represents the view- 
point of our financial leaders, offers a few thoughts on the 
serious problem of international trade: 


Trade is two-sided, but we sidestepped this principle very 
neatly, as we thought, for a number of years by lending our 
customers the money with which to buy from us. That sys- 
tem of exchange came to its appointed end, and we now find 
that if we sell, we must also buy. The only alternative is to 
give up the thought of selling all we can produce. That 
would mean the dangerous course of reducing both farm 
production and industrial employment. 

Whatever course we take centers in our tariff policy. The 
Secretary suggests that “when we enter upon consideration of 
that explosive topic, we substitute a little realistic thinking 
for the customary emotional bombast.” In other words, de- 
liberately ‘and dispassionately make choice among nationalism, 
internationalism or a middle course. 








A candidate for office in New York who says he has 
learned to smile at failures probably has been a caddy. 
—Rochester DEMOCRAT CHRONICLE 


Neither Europe nor Asia will start another war, unless 
they have gone mad. And if they have, my advice to our 
country is to keep our sanity and stay out of it. 

—World Court Justice Frank B. Kellogg 


A Wisconsin’ University doctor says the newspaper 
comic sections are good for children’s health. The kids 
sure do eat ’em up. —Dayton Datty NEWS 


Japan seems slightly irritated on finding our fleet in the 
Pacific, but, of course we have to keep it some place 
where there is water. —Kansas City STAR 

















od 

















January 24, 1934 


THE AMERICAN OBSERVER 








a 








— 











WITH AUTHORS AND EDITORS 


We read old books for their excellence, but new ones to share in the 
mental life of our time.-—SATURDAY REVIEW OF LITERATURE. 























A Fantastic Journey 
“An Elephant up a Tree” by Hendrik 


Willem Van Loon. 
and Schuster. $2. 


ENDRIK WILLEM VAN LOON draws 

pictures that are amusing to look at. 
They are fantastic enough to relieve the 
boredom caused by some of life’s unpleas- 
ant realities, while at the same time pre- 
serving their sense. This book tells a 
story which seems to be only an accom- 
paniment and partial explanation of the 
drawings. It is the satirical tale of a young 
elephant, Sir John. This young fellow 
was appointed by a council of his elders to 
find out whether elephants should become 
like human beings or should remain ele- 
phants. Sir John came to the United 
States to study our civilization. He saw 
too much of it. If he hadn’t acquired the 
friendship of a remarkable dog and an even 
more remarkable cat, who wandered all 
over the world trying to free Sir John 
from kidnappers, the elephants might 
never have heard from their envoy. He 
might still be in the circus where the kid- 
nappers had placed him. Sir John was 
rescued, and his report persuaded the 
elephants to stay in the animal kingdom. 


An Old Man and His Children 


“The Old Man Dies” by Elizabeth 
Sprigge. New York: Macmillan. $2.50. 


New York: Simon 


AS this story of modern life opens, the 
children of Thomas Rushbrooke—the 
Old Man—are all gathered at the family 
home in London anxiously awaiting the 
end. Each one is hoping inwardly that it 
will not be too long delayed because each 
expects to benefit in a financial way by the 
father’s passing. But the Old Man does 
not die—at least not until the story is 
about two-thirds over. And when he does 
pass on, the children find that his death 
has brought new complications. 
Throughout the story, the principal 
character, the Old Man, does not appear 
directly once. Yet he controls the lives and 
actions of all his children. The use of 
this device, from a technical standpoint, 
is extremely fortunate, for the author has 
produced an unusually well-rounded story. 





Sea Story 


“Men Against 
Nordhoff and 
Boston: Little, 
$2.00. 


HARLES NORDHOFF was born of 
American parents in England and James 
Norman Hall comes from Colfax, Iowa. 
Both live in Tahiti, far from everything 


the Sea” by Charles 
James Norman Hall. 
Brown and Company. 





Western civilization. But 


resembles 
while their backs are turned on the world, 
they write adventure stories—and good 
ones. 

In 1932 the two authors collaborated on 
a book which was called “Mutiny on the 


that 


Bounty.” It was universally called the 
best adventure book of the year. And 
now the two authors continue their story. 
In “Men Against the Sea” Captain Bligh, 
after having been dumped by the muti- 
neers into a small boat, is set adrift in the 
Pacific with eighteen of his followers who 
would not mutiny. After forty-seven days, 
the small crew, half starved for lack of 
provisions, reached safety, having traveled 
3,618 miles. ‘Men Against the Sea” is 
perhaps not as good as “Mutiny on the 
Bounty” but it is well worth reading. 


Tax Problems 


“The Tax Racket” by Ray E. Unter- 
einer. Philadelphia: J. P. Lippincott 
Company. $1. 


HIS little book of 150 pages may quite 

properly be recommended to everyone 
who would understand the workings of the 
taxation system of the United States. Un- 
like so many discussions of this rather 
complicated subject, the author has taken 
only the essential aspects of the problem 
and has developed them in an understand- 
able and even interesting way. Nor is the 
author’s purpose to debunk, as the title of 
his book might suggest. His treatment is 
critical, but constructive. 

Dr. Untereiner begins by painting a pic- 
ture of the tax burden, federal, state and 
local, in the United States today. Then, 
he gives a terse but adequate discussion 
of the economics of taxation, indicating the 
principles which should guide the framers 
of any tax bill. He closes by examing va- 
rious proposals for tax reform, stressing 
the need of overhauling the entire system 
according to a changed order of society. 


Elinor Wylie 


“The Collected Prose of Elinor Wy- 
lie.” New York: Knopf. $3.50. 


HIS book is a companion volume to 

“The Collected Poems of Elinor 
Wylie.” In it are her four novels, orig- 
inally published during the last five years 
of her life, from 1923 to 1928. Several 
shorter pieces, which have never before 
appeared in book form, are also included. 
The collection gives American readers an 
opportunity to appraise and understand 
the graceful and jeweled art that was 
Elinor Wylie’s. Her writing purpose was 
steadfast throughout her short career. In 


FROM THE JACKET OF “MEN AGAINST THE SEA” 














every witty, ironi- 
cal paragraph, al- 
most too carefully 
written, her devo- 
tion to the tradi- 
tion and spirit of 
the eighteenth 
century is clear. 
As she frankly 
admitted many 
times, and partic- 
ularly through the 
medium of the 
novel, “The Or- 
phan Angel,” the 
godfather of her 
art was Shelley. 
The hero of that 
story is the poet 
himself and with 
it Elinor Wylie has 
created a memo- 
rial to the be- 
liefs and ideals for 





which she _ lived 
and worked. 
els els 
Louis Adamic, 


who was born in 
that part of the 
Balkans which is 
known today as 
Jugoslavia, has 
completed a book 














telling about his 
return to the land 
of his birth after AN 
an absence of 


ILLUSTRATION 


FROM “AN ELEPHANT UP A TREE” 





many years. It 





will be published 

next month under the title “The Native’s 
Return.” Mr. Adamic went to Jugoslavia 
on a Guggenheim Fellowship. Many arti- 
cles dealing with his experiences have al- 
ready appeared in the leading American 
magazines. 

One of the most interesting of his recent 
articles appears in the winter issue of The 
Yale Review. It is called “The King Busi- 
ness in the Balkans,” and tells of an inter- 
view which Mr. Adamic had last March 
with King Alexander of Jugoslavia. Those 
who would understand the political devel- 
opments in that country since the war will 
have a hard time finding a more interest- 
ing and informative discussion than Mr. 
Adamic’s. 
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With the January issue, The Historical 
Outlook, a magazine designed especially 
for teachers and students of history, has 
become The Social Studies, with a change 
in editorial management and policy. The 
publication will henceforth be under the 
trusteeship of the American Historical As- 
sociation and its editorial policy will be 
determined by a committee of experts in 
the various social sciences. William G. 
Kimmel, the executive secretary of the 
Social Studies Investigation, is the new 
managing editor. 
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The Nazi government of 
Germany is discovering that 
its ban on books, dramatized 
last spring by the book-burn- 
ing day throughout the coun- 
try, is not meeting with too 
much success. There is con- 
siderable bootlegging of books 
into the Reich today, in spite 
of the ban. A recent German 
novel, published in Czecho- 
slovakia, has been sold out. 
It is also reported that a 
new book by Oswald Spen- 
gler, whose “The Decline of 
the West” is admitted to be 
one of the great books of mod- 
ern times, has sold more than 
200,000 copies in Germany, 
although it has evoked consid- 
erable wrath on the part of 
the Nazis. 
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G. D. H. Cole, one of Eng- 
land’s best known economists 
whose various works on politi- 


cal and economic problems have enjoyed 
wide popularity in this country, does not 
devote his entire time to activities in this 
field. He has gained a fairly remarkable 
reputation as a writer of mystery stories. 
Mr. Cole generally collaborates with his 
wife in devising these mysteries around 
which they weave their plots. The latest 
one is called “End of an Ancient Mariner” 
and will be published in this country next 
month. 


Readers who enjoyed Francis Hackett’s 
“Henry the Eighth,” published in 1929, 
will be interested to know that this pop- 
ular writer has recently completed a simi- 
lar book on Francis the First of France. 
The book will be published by Doubleday, 
Doran and Company of New York. Mr. 
Hackett spent five years writing this life 
of the French king of the Renaissance and 
in developing Francis’ character has “tried 
to make him as human as Henry, though 
his own kind of man.” 
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Sinclair Lewis, the first American novel- 
ist ever to be awarded the Nobel Prize 
for literature, has written a new novel, 
“Work of Art,” which will be reviewed in 
an early issue of THE AMERICAN OBSERVER. 
In this new work, Mr. Lewis continues the 
satirical manner of his other universally 
read novels. The hero, a country boy 
“who made good in the big city” is han- 
dled sympathetically by Mr. Lewis, but 
other characters are flayed with all the 
sarcasm and satire of which the author of 
“Babbitt,” ‘“‘Main Street,” ‘Arrowsmith’ 
and “Ann Vickers” has shown himself 
capable. 

se 

The Modern Library has performed an 
important service to the reading public 
during recent years by bringing out edi- 
tions of literary works at extremely pop- 
ular prices. During 1934, seven books will 
be dropped from the list because they have 
failed to make the 1,000-sales mark fixed 
by the Modern Library as the minimum 
figure at which a book may be retained on 
the list. Among the best-sellers of the 
Modern Library publications last year were 
Ernest Hemingway’s “Farewell to Arms,” 
W. Somerset Maugham’s “Of Human 
Bondage,” Thomas Mann’s “The Magic 
Mountain,” Dmitri Merejkowski’s “The 
Romance of Leonardo da Vinci,’ and 
Willa Cather’s “Death Comes to the 
Archbishop.” 
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The Rising Tide of Recovery 


(Concluded from page 1, column 1) 


goods—have increased as much as 
their money wages. Nevertheless, the gains 
have been considerable, particularly among 
those who have been reémployed. Those 
who are working at the same wages as a 
year ago are worse off now than then. 

The effect of this increased purchasing 
power has been to stimulate business and 
agricultural activity. It is esfimated that 
all business activity is ten per cent greater 
than a year ago. In particular industries 
the increase is much greater. Steel, for 
example, has doubled its production since 
the low point of last year; automobile pro- 
duction has doubled; and there are consid- 
erable gains in the building industry, largely 
due to governmental activity. 

It is expected, moreover, that the effects 
of this greater purchasing power will be 
felt more strongly in the near future. 
Workers will be able to purchase more of 
the goods from the factory and the farm 
than they were before, thus causing greater 
activity in all lines. The farmers, who are 
receiving about twenty-five per cent more 
for their products now than they were in 
1932, will have more money with which to 
purchase machinery, motor cars, clothing, 
and other industrial products which they 
were unable to buy when their prices were 
so low. 


not 


Discouraging Signs 


It should not be thought, however, that 
the entire picture presented by the A. F. 
of L. and other agencies is all rosy. There 
are a number of factors decidedly less en- 
couraging. For example, it is realized that 
the four and a half million persons now 
employed by the government on emer- 
gency projects are only temporarily em- 
ployed. The CWA, which has given jobs 
to about 4,000,000, is expected to continue 
its activities only until spring. Conse- 
quently, there are more than 10,000,000 
people without permanent jobs who will 
have to .be absorbed by private industry 
before we can hope to have anything like 
full prosperity. Moreover, general business 
activity is still about thirty per cent below 
normal, indicating that there is still a long 
road to go before we have reached our 
goal. 

It is further significant that practically 
all the gains thus far recorded have been 
the result of government, rather than pri- 
vate, activity. The A. F. of L. declares in 
its report that “these business advances 
are due almost entirely to government 
measures, not to private initiative. In 
normal years business depends on private 











LOANS 
To Banks and Trust Companies 
Credit Unions 
Building and Loan Associations 
Insurance Companies 
Federal Land Banks 
Federal Intermed. Credit 
Joint Stock Land Banks 
Livestock Credit Corporations 
Mortgage Loan Companies 
Regional Agri. Credit Corp. 
Other Agri. Credit Corp. 
Railroads (including Receivers) 
For payment of processing taxes 
State Funds 
Financing Self-liquidating Projects 
Financing Sale of Agri. Surplus 
Finance the Marketing of Agri. 
Sec. of Agri. to purchase Cotton 
Drainage, Levee and Irrigation 
Secured by Preferred Stock of: 
Insurance Companies 
Banks and Trust Co’s 


Banks 


Total loans 





RECONSTRUCTION FINANCE CORPORATION LOANS 


Commodities 


AMOUNT 
DISBURSED 

$1,429,580,716.15 
578,887.41 
.75 
33.52 
18,000.00 
250,000.00 


9.76 


REPAYMENTS 
$710,659,693. 
61,902.64 









‘000.00 


4,025,000.00 
4,3 


1 


$2,749,227,461.26 





8,100.00 68,416.62 


$1,030,631,194.68 




















credit to finance its operations. During 
1933, banks have not increased the volume 
of credit flowing to business; instead they 
have decreased it by about six per cent.” 

It has been recognized all along that 
one of the chief drawbacks to recovery 
was this drying up of private credit—the 
extension of loans by banks to business 
concerns for the purpose of increasing 
their production. That is primarily the 
reason why the government has stepped 
in and granted billions of dollars in credit 
to all kinds of business organizations. That 
is one of the primary reasons why Presi- 
dent Roosevelt, in his budget message, 
called for the expenditure of more federal 
funds than have ever been spent by the 
national government in time of peace. It 
is to prime the pump, to start the wheels 
of industry into motion so that the ma- 
chinery may run smoothly. 

Government Activity 

As was pointed out in our article on the 
budget last week, the federal government 
contemplates the expenditure of nearly 
$10,000,000,000 in the year ending next 
June 30. Of this sum, approximately $7,- 
000,000,000 will be used for recovery pur- 
poses; that is, to lift the country from the 
depression. The administration is gambling 
on recovery. It hopes that by pouring 
that amount into circulation, and that by 
spending an additional $2,000,000,000 dur- 
ing the following year, the industrial pump 
will have been sufficiently primed to op- 
erate without this stimulation from the 
federal government. 

It is often thought that the bulk of this 
$7,000,000,000 is being turned over di- 
rectly to individuals—to workers in the 
form of CWA, PWA and CCC wages, and 


to farmers in the form of grants for crop 
reduction. And it is quite true that gi- 
gantic sums are being spent that way. On 
public works, for example, the president 
estimates that by June 30 more than a 
billion and a half will have been spent. 
More than $300,000,000 will have been 
spent for the CCC, and an additional 
$100,000,000 for the farm recovery pro- 
gram. 


RFC Activities 


But the largest single item of expendi- 
ture in the emergency budget submitted by 
the president will be made by the Recon- 
struction Finance Corporation, that huge 
credit organization established during the 
latter part of the Hoover administration 
to help the banks and insurance companies 
and railroads of the country. President 
Roosevelt estimates that that government 
agency—often referred to as the largest 
bank in the history of the world—will have 
spent nearly four billion dollars—$3,969,- 
740,300—in the year ending next June 30. 

The expenditures made by the RFC dif- 
fer essentially from those made by the 
various recovery agencies brought into 
being under the New Deal. In the latter 
case, the money is paid out directly in 
wages and for materials. In other words, 
it is used to stimulate business activity by 
adding to the total purchasing power of the 
nation. In the case of the advances made 
by the RFC, the funds are used primarily 
to bolster various business organizations in 
need of financial assistance. A report of 
the activities of the RFC covering the last 
year, which was published early this 
month, shows that during 1933, a total of 
a billion and a half dollars was disbursed 
by that agency. Forty per cent of it went 
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to banks, ten per cent to railroads, fifteen 
per cent to purchase stock of commercial] 
and savings banks and trust companies jn 
order to give them more available funds 
to carry on their activities, and a consid- 
erable percentage to farm credit organiza. 
tions, 

In addition to the sums already advanced 
by the RFC, three billion dollars more 
have been pledged, as indicated in the 
president’s budget. This sum will be used, 
in the main, to purchase additional stock 
of banks, to make further grants to banks. 
insurance and mortgage companies, and to 
make loans to agencies engaged in the busi- 
ness of marketing farm products. Thus, 
it is apparent that the Roosevelt policy 
does not in any way involve a slackening 
of the assistance given to private business, 
inaugurated by the Hoover administration, 
but rather a continuation, and even an ac- 
celeration of it. It was the theory of the 
previous administration in Washington that 
recovery would come if government funds 
were poured into business organizations at 
the top—through the RFC—which would 
be able to increase their production and 
hire more men. 

The Roosevelt administration is attack- 
ing the problem both from the top and 
from the bottom. It is continuing to make 
loans to banks and railroads in order to 
put them in a position where they may in- 
crease their activities, and it is paying 
out money directly to millions of people 
in the form of wages and salaries. Of 
course, most of the disbursements of the 
RFC are considered as investments since 
they are loans which will be repaid if and 
when recovery comes. It is in this re- 
spect that the administration is betting on 
recovery, for if recovery does not come, 
as anticipated by the president, it is quite 
likely that most of the billions now being 
poured out by the RFC in the form of 
loans will never be repaid. 





DR. ELLSWORTH’S PREDICAMENT 


Dr. Lincoln Ellsworth, who, like Richard 
E. Byrd, has been attempting to get in a 
position to fly across the frozen continent 
of Antarctica, was completely frustrated 
last week. His airship was so badly dam- 
aged in an ice jam that it must be brought 
back to civilization for repairs. Dr. Ells- 
worth has decided to abandon the Antarc- 
tica flight this season, and it is said that he 
will bring his damaged plane to Los An- 
geles for a thorough patching up. 
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Roosevelt Proposes to 
Devaluate the Dollar 


(Concluded from page 1, column 4) 


confidence that the United States gov- 
ernment would ever again exchange that 
much gold for its paper dollars. The 
foreigners did not believe that our dollars 
would ever have the same value in gold 
that they used to have. So the price of 
our dollar in terms of gold declined in 
foreign countries. It had no set price 
abroad and it has fluctuated from month 
to month and from day to day. Lately 
the dollar has been’bringing a little more 
than sixty per cent as much in gold as it 
was bringing last spring. In other words, 
a dollar in foreign countries will buy today 
only about as much as sixty cents would 
have bought before we went off the gold 
standard. That is what is meant by say- 
ing that in foreign markets the dollar is 
worth sixty cents. 

Now the president proposes that we 
stop the uncertainty about the value of 
the dollar. He is not ready yet to say 
just how much gold it ought to exchange 
for. But he says it should be between 
fifty and sixty per cent as much as it 
was previous to last spring. The dollars 
which circulate here should be backed or 
secured by from fifty to sixty per cent as 
much gold as was back of the dollars be- 
fore the change in monetary policy last 
spring. 

Now we are ready to consider the 
effect of the fall in the gold value of the 
dollar upon prices of goods. There is a 
great deal of dispute on this point, but 


one effect is clear enough. Since the value ° 


of the dollar in terms of gold has been 
falling, as it has been during the last sev- 
eral months, the prices of goods sold to 
loreign countries have been affected. This 
is how it has happened. 

If an Englishman or a Frenchman wished 
to buy American goods, he had first to 
acquire American money, for the goods 
are priced in dollars and must be paid for 
with dollars. Now these foreigners paid 
for the dollars with gold, or with the 
equivalent of gold in their own currencies. 
If the gold value of the dollar fell, they 
Could secure the dollars with fewer pounds 
or francs or units of whatever currency 
they use. If they wished to buy an Amer- 
lan automobile valued at $1,000, they 
Paid out gold enough to secure the $1,000. 
When the dollar is depreciated, they can 
get the $1,000 and the car more easily 
than when the dollar is not depreciated. 
Without depreciation, the Frenchman, for 
‘ample, would have had to pay about 
25,000 francs when the dollar was at its 
former level, but with depreciation it 
Would cost him only about 18,000 francs 
o less in order to procure the $1,000. 





The decline of the gold value of the 
dollar had an immediate effect of render- 
ing the sale of goods abroad easier and 
thus of stimulating the export trade. It 
thus increased the sale abroad of agri- 
cultural products like wheat, much of 
which is exported. The increased foreign 
demand for these articles created greater 
scarcity of the articles at home and thus 
raised the price of the goods in this 
country. 


Domestic Prices 


But have the prices of goods in this 
country been increased as the dollar has 
declined in gold value? It is very hard 
to say. The domestic prices of goods like 
wheat entering largely into foreign trade 
have, as we have said, been affected. The 
effect on other prices is more doubtful. 
Prices have risen somewhat since last 
March. Prices of food products have 
risen about seven per cent; of clothing 
about twenty-one per cent. Nearly all 
prices have risen more or less. But many 
factors are involved in these price rises. 
The NRA, with its provisions shortening 
the hours of labor and preventing price cut- 
ting, has undoubtedly been 
responsible for part of the 
price increases. General busi- 
ness has been better. There is 
a somewhat increased demand 
for goods and that always 
brings a rise of prices. Just 
how much, if any, of the price 
rise is due to monetary policy 
is a matter of dispute among 
economists. We know to a cer- 
tainty that the dollar has not 
fallen as much in relation to 
commodities in. genera! as it 
has fallen in relation to gold. 
Probably the fact that the 
dollar is worth less gold than 
it used to be has not caused 
it to exchange for a much 
smaller quantity of goods. In 
other words it is probable that 
the fall of the dollar has not 
greatly affected prices. Your 
paper dollar buys just about as 
much of clothing or groceries 
or other commodities as it 
would buy if it were. still 
worth 23.22 grains of gold in- 
stead of a little more than 
one-half that much, all other 
things being equal. 





Future Course 


We come back now to the 
question which we raised in 





our opening paragraph. Will the recent 
action of the president in asking that the 
gold content of the dollar be definitely 
fixed at a new figure—a figure only fifty or 
sixty per cent as high as the old one—af- 
fect the value of the paper dollar in your 
pocket? Would it cause the dollar to ex- 
change for less? Would it cause prices to 
rise? The answer would seem to be in the 
negative. The president is only asking 
that he be allowed to give legal effect to 
something which has already happened. 
The dollar is not to fall in value as a re- 
sult of his action. It has already fallen. 
It has been falling since last March. He 
is asking that the law should take account 
of this fact. Since the dollar has already 
fallen forty per cent or so in gold value, 
he thinks that the gold reserve in the 
treasury which stands as a security for the 
paper dollars should also be cut down. 
Each paper dollar has in the past been 
backed or secured by about twenty-three 
grains of gold. He thinks that each should 
be secured by from eleven and a half to 
about fourteen grains of gold. 

While it seems likely, therefore, that 
this change recommended by the president, 
this devaluation of the dollar, as it is 
called, will not greatly affect prices, it will 
nevertheless have one important effect. It 
will tend to put an end to the uncertainty 
as to the future value of the dollar. The 
dollar has been slipping in value and peo- 
ple have wondered how far this would go. 
The value of the dollar in foreign countries 
has fluctuated and merchants engaged in 
foreign trade have hesitated to make com- 
mitments for the purchase or sale of goods 
abroad because they have not known how 
much they would have to pay for the 
goods they have bought or how much they 
would get for the goods they have sold. 
This uncertainty has crippled foreign trade. 
It has also discouraged domestic business, 
for people have hesitated to lend money 
or to put money into business since they 
have not known what the future value of 
money might be. They have also re- 
frained from making purchases of goods 
on account of this uncertainty. There has 
been doubt and confusion in the public 
mind as to the effect that the change in the 
value of the dollar might have on prices 
and so business has been discouraged and 
recovery has been hindered. Now the 
president has indicated definitely that the 
gold value of the dollar will be kept at 
from fifty to sixty per cent of what it 
used to be. So everyone will have a bet- 
ter idea of what to expect. 


Government Takes Gold 


There is another important point in the 
president’s message to Congress. He asks 
that he be given authority to take over 
the gold which is now in the hands of the 


Federal Reserve banks. The banks will be 
given paper dollars in place of the gold. 
It will be remembered that this same thing 
happened to the gold in the hands of pri- 
vate individuals and corporations last 
spring. The government forced everyone 
to give up his gold. As the gold was turned 
in the owners were given paper dollars in 
place of it. Then the value of the paper 
dollars in terms of gold went down. In 
other words, the value of the gold went 
up. A given amount of gold was worth 
more dollars than it had been. The Fed- 
eral Reserve banks at that time were al- 
lowed to keep their gold. But now they 
must give it up and receive paper dollars. 


How It Works Out 


When the gold content of the dollar is 
officially cut down, the gold in the hands of 
the: government will be worth more than it 
was. The government will thus make 
money by taking over the gold from the 
Federal Reserve banks before the official 
change in the gold content of the dollar. 
The Washington Star explains the proced- 
ure in this way: 


The profit to the Government in the re- 
valuation of the dollar will come about sim- 
ply. The Government will take from the 
Federal Reserve banks their gold. It will 
issue to the banks gold certificates for an 
equal number of dollars now represented by 
gold in the banks. These certificates, how- 
ever, will not state the gold content of the 
dollar. The Government will have possession 
of the gold itself. When it reduces the gold 
content of the dollar, obviously the gold held 
by the Government will appreciate just that 
much in terms of dollars. The number of 
dollars in the banks of the country will re- 
main the same as before. The Government 
will have the same weight of gold. Neverthe- 
less, because of the devaluation of the dollar’s 
gold content, the Government will actually 
have made dollars. 

The nominal profit accruing to the Govern- 
ment out of this transaction will be between 
$3,400,000,000 and $4,200,000,000, depending 
upon the extent of the valuation fixed by the 
President. 





RAILWAY WAGES 


A committee representing railroad man- 
agers will meet soon to consider what ac- 
tion to take on the present wage agreement 
with railroad employees. The agreement, 
which provides for a ten per cent cut in 
wages, will expire on June 30, and either 
the management committee or the work- 
ers may serve notice on February 15 of 
their intention to change it. When the 
matter came up last year at this time, the 
railroads asked for a further cut. It is 
expected that they will repeat this request 
and that the laborers will ask for a res- 
toration of the old pay level. Probably a 
compromise will be the result with the ten 
per cent reduction still in force. 
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The President 


RESIDENT ROOSEVELT has taken 

another important step in the progress 
of his monetary policy. In a Sunday eve- 
ning conference with the members of the 
House and Senate Banking and Currency 
Committees, the president explained how 
he proposed to devaluate the dollar, and 
asked them to comply with his special 
message to Congress on the subject. The 
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Sunday meetings with congressional lead- 
ers have become a habit. Mr. Roosevelt 
gives the legislators his plans for the week. 
They learn what his views are, and pre- 
pare to act on the measures he outlines in 
specific messages. (Fer an interpretation 
of the new developments in the monetary 
program, see the article on page 1.) 

We stated last week on this page that 
the president wants the bonds of the Farm 
Credit Administration guaranteed by the 
government, so that mortgage holders may 
be more willing to exchange their mort- 
gages for them. A special message from 
the White House to Congress made this 
request a few days ago. Another presi- 
dential message urged the Senate to ratify 
the St. Lawrence Waterway treaty. This 
project holds a high place in the presi- 
dent’s opinion. 

Robert H. Gore has resigned as governor 
of Puerto Rico, a position for which he 
was named by Mr. Roosevelt last spring. 
Both Mr. and Mrs. Gore have suffered 
from ill health since going to the island, 
and this was the reason given for the res- 
ignation. However, the unofficial com- 
ment, which is undoubtedly correct, is that 
the governor’s inability to maintain politi- 
cal peace in Puerto Rico was the real 
cause of his departure. Major General 
Blanton Winship, a retired army officer, 
was immediately appointed to the post by 
the president. 

At ten minutes before midnight January 
11 the president signed the first bill en- 
acted by Congress in the present session. 





Post-DISPATCH 





It was the liquor tax bill. Mr. Roosevelt 
worked in his study all evening on cor- 
respondence and other business, and then 
attached his signature to the law without 
ceremony. By signing it before twelve 
o'clock, he made the new taxes effective on 
the next day, during which it was esti- 
mated that more than a million dollars was 
collected under the law. 


Congress 
Congress is doing a great deal 
of work. During any session the 
lawmakers seem to waste consid- 
erable time. They make speeches 
to which almost no one listens in 
order to impress “the home 
folks,” they introduce bills which 
they have no hope or intention of 
passing. This session is not an 
exception. Some of this appar- 
ently useless activity is going on. 


But at the same time, both 
houses are acting speedily on 
needed legislation. The bills 


which the president recommends 
are being dealt with effectively. 

In the first major test of power 
for the Roosevelt administration 
during this session, the House of 
Representatives voted to adopt a 
special “gag rule” governing de- 
bate on the important appropria- 
tions bills. The rule prohibits 
any amendments to the sections 
of these bills which call for econ- 
omies in the budget allowances. The spe- 
cific issue in the first appropriation bill 
was the president’s statement that only 
five per cent of the present fifteen per cent 
cut in federal salaries should be restored 
in the fiscai year begiining July 
1. The “gag rule” provides that this sec- 
tion of the bill cannot be changed, and the 
same ruling will apply to all the appropri- 
ation measures. By a close vote of 197 
to 192, the administration leaders were up- 
held. Eighty-four Democrats deserted, 
however, and voted with the opponents of 
the rule. 

Debate on this rule reached white heat, 
as Representative Bertrand Snell of New 
York, the Republican floor leader, charged 
that the Democrats were destroying the 
traditional freedom of the House. His 
face flushed and his eyes snapping with in- 
dignation, Mr. Snell, who is usually a 
model of quiet and polite dignity, furiously 
attacked the rulings of Speaker Rainey and 
exhorted the Democrats who were inter- 
ested in “fair play” to vote with his fol- 
lowers against the rule. Mr. Bankhead of 
Alabama very ably led the Democratic 
forces in this discussion. He pointed out 
that Snell had often secured the passage of 
such rules when his party controlled the 
House. 

Later the House passed the first appro- 
priations bill, which provided for the ex- 
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A Record of the Government in Action 


penses of the president’s office and various 
independent departments and _ bureaus. 
Then the congressmen went on to consider 
other bills dealing with government reve- 
nues and expenses. One of these deals 
with the request of the Reconstruction 
Finance Corporation for $850,000,000; an- 
other measure attempts to plug loopholes 
in our income tax laws, to prevent evasions 
and insure added money for the Treasury. 

A few days ago in the Senate the clerk 
began reading a long list of names in a 
great hurry. It was a list of appointments 
made by President Roosevelt which the 
Senate was to confirm. After each name, 
red-cheeked Vice-President Garner, as 
chairman, repeated in his high-pitched 
voice, “No objection? Confirmed.” Only 
once was any objection made. That was 
when the clerk reached the name of 
William C. Bullitt, ambassador to Soviet 
Russia. Senators Robinson of Indiana and 
Vandenburg of Michigan then took thirty 
minutes to tell of their opposition to Rus- 
sian recognition and their objection to Mr. 
Bullitt. But after the speech making was 
over, the Senate approved the nomination, 
with only a tiny murmur of “Noes” 
against it. 

While Senator Joe Robinson and other 
Democratic leaders were off the floor cele- 
brating a minor victory in connection with 
the liquor tax bill, Hiram Johnson, the 
Progressive Republican senator from Cal- 
ifornia, scored a little triumph of his own. 
He introduced a bill which has long been 
his pet—a measure providing that so long 
as any foreign nation is in default 
on its war debt to the United 
States, no bonds of that nation 
may be sold in this country. 
Only a few were present 
when the vote was taken, and it 
passed easily. Later, when Rob- 
inson of Arkansas had returned 
and heard about it, he declared 
he would ask for a reconsidera- 
tion of Johnson’s proposal. When 
he makes such a request, the bill 
will be debated and voted upon 
again. Meantime the Senate is 
busy examining the St. Lawrence 
Waterway bill. 


men 


Executive Departments 


While the recovery agencies get 
the headlines, the regular execu- 
tive departments continue their 
enormous routine work, which is 
just as important as that of the 
emergency offices. 

For instance, in the Treasury 
Department scores of clerks are 
busy going over income tax returns. As 
employees of the Internal Revenue Bu- 
reau, it is their task to see that each tax 
statement is properly made out. They 
approve the great majority, but occasion- 
ally they find one which doesn’t look right. 
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the figure for a vear ago. 


CWA? 
fall back again into depression ? 


little consideration.” 


the government ? 





1. How many people are unemployed in the United States today ? 
Is the improvement in the employment situation due chiefly 
to the recovery of private business or to activity by the government ? 


4. What is meant by a devaluation of the dollar? 


statement to Congress on money policy. 


6. Why is the decision in the Minnesota case considered so important ? 
is there to think that it indicates favorable decisions relative to various recovery acts? 


Compare this with 


2. How long does the administration intend to continue the work of the PWA and 
Do you think it likely that when these activities of the government’ cease, we will 
What may prevent such a thing? 

3. “The $7,000,000,000 now being spent by the government for recovery is going chiefly 
to carrv on experiments of a socialistic nature. 
Is that statement true? 


Private business interests are receiving 
Give an explanation of your answer. 


Give the essence of the president’s 


5. Does the government have a legal right, or a moral right, to take over the gold now 
being held by the Federal Reserve banks? 


What will be the advantage of such action to 


What reason 


Think About 


a 
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In such cases they order an audit, to see 
that the income stated and the amount 
of tax paid are correct. This bureau js 
also occupied now with collection of lig. 
uor taxes. 


Recovery Program 

Heads of recovery agencies were pleased 
by the momentous Supreme Court decision 
upholding the Minnesota mortgage mora- 
torium. It is felt that this ruling may es- 
tablish a legal opinion which will justify 
the entire program of emergency legisla- 
tion. (See the editorial on page 4.) 

The Public Works Administration has 
made an interesting announcement about 
the $3,300,000,000 it has allotted. The 
entire sum appropriated by the last session 
of Congress has been assigned to public 
works projects. Almost exactly half the 
amount went to non-federal projects. It 
was allotted to states, cities, highway con- 
struction in all the states, the civil works 
program, low-cost housing developments, 
and the railroads. State and city govern- 
ments have secured approval and money 
for waterworks, sewer systems, municipal 
power plants, schools, and other projects, 

Relief Administrator Harry Hopkins has 
begun issuing preliminary reports of the 
unemployment relief census taken by the 
FERA. This census will provide the first 
fully accurate and complete information 
about our destitute population. It will 
give the number of those temporarily in 
need of relief in each locality. But, more 
important, it will supply knowledge about 
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SUPREME 


—From the Cleveland PLAIN DEALER 


- those persons who can never support them- 


selves, even in good times. 

The first report contained the startling 
fact that children in the United States 
have suffered more from the depression 
than any other group of our people. More 
than five and a half million children under 
sixteen years of age are dependent upon 
emergency relief. Mr. Hopkins says, 
“That’s something to think about.” 





—— 





7. Give the essence of the argument in favor of the constitutionality of the Minnesota 


mortgage law. 


8. What is meant by “police power”? How does it figure in the decision? 
9. Which seems to you most reasonable, the liberal or the conservative position rela- 
tive to the interpretation of the Constitution ? 


10. Discuss recent changes in Turkey. Name some of the more important recent de- 


velopments in foreign countries. 
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